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PERMITC0
PO Box 99 • Eastlake, CO 80614 • (303) 8579999 • FAX(303) 450-9200 • EMAILPermitcol@aol com

September 29,2008

DivisionofOil,Gas&Mining
1594West NorthTemple,Suite1210
Box145801
SaltLakeCity,UT 84114-5801
Attn:DianaMason

Re: McElvainOil&GasProperties, Inc.
SlickRockFederal#18-4
672' FNLand836' FWL
NWNWSection18,T12S- R24E
UintahCounty,Utah

DearDiana,

Enclosed please find onecopyoftheApplicationforPermitto Drill,alongwithonecopyofthe
OnshoreOrderNo.1 whichwasfiledwiththeBLMin Vernal,Utah.

Ifyoushouldneedadditionalinformation,pleasedon't hesitate to contactme. Approvedcopiesof
the A.P.D.shouldbe sent toPermitco Inc.at the addressshownabove.

Sincerely,

PERMITCOINC.

Venessa Langmacher
Consultantfor
McElvainOil&Gas Properties, Inc.

Enc.

RECEIVEDcc: McElvainOil&GasProperties, Inc. - Denver,CO ocia2 2eos
DIV.0FOIL,GAS&



STATE OF UTAH FORM 3

DEPARTMENTOF NATURAL RESOURCES
DIVISION OF OIL, GAS AND MINING AMENDED REPORT

(highlight changes)

5 MINERALLEASE NO.: 6 SURFACE:

APPLICATIONFOR PERMITTO DRILL UTu-73704 BLM
7 [FINDIANALLOTTEE OR TRIBE NAME:

1A TYPEOFWORK DRILLËREENTER DEEPEN N/A
B. TYPE OF WELL: OL GAS OTHER SINGLEZONEÛ MULTIPLEZONE

UNIT or CAAGFŒEMENT NAME:

NIA
2. NAME OF OPERATOR 9. WELL NAMEand NUMBER:

McElvainOil&GasProperties,Inc. SIIckRockFederal#18-4
a. ADDRESSOF OPERAÏOR: PHÖNE NUMBER: 10. FIELD AÑ L,OR WILDCAT:

1050·· 17thStreet,Suite1800,Denver,CO80265 303/893-0933x 330 -Wildest gy
4. LOCATION OF WELL (FÖOÏAGES) 11. QTR/QTR, lÖN, TOW H , RANGE

KTSURFACË: 672'FNLand836' FWL .Section18,T12S- R24E
AT PROPÓSED PRÓDUCINGŽONE: NWNW

- / 0 9 7 0

14. DISTANCE IN MILESAND DIRECTION FROMNEAREST TOWN OR POST OFFICE: 1Ž. COUNTY: 13. STATE:

Approximately66.9milessouthwestofVernal,UT Uintah UT
15. DISÏANCE T0 NEAREST PROPERTY OR LEASE LINE (ËEET) 16. NUMBER OF ACRESIN LEASE: 17 NUMBER ÓF ACRES ASSIGNEDT0 THIS WELL:

672' 623.52 40 Acres
18. DISTANCE TO NEARESÏWELL (DRILLING, COMPLETED, OR 19. PROPOSED DEPTH: 20 BOND DESCRIPTl0N:

APPLIED FOR) ONTHIS LEASE (FEET):

226' (Shutin) 13,900' NationwideBondNo.008-000010
21. ELEVAÏIÖNS (SHOW WHEÏHER DF, RT, OR, ETC.): 22. APPRÖXIMATE DAiT WORK WILL START: 2Š. ESTIMATED DURATION:

6073' GL UponApproval 42 Days

24 PROPOSEDCASINGANDCEMENTINGPROGRAM

SIZE OF HÖLE CASINGSIZE, GRADE, AND WEIGHT PER FO0T SETTING DEPÏH CEMENT TYPE, QUARTITY, YIELD, AND SLURRYWEIGHT

124/4" 9-5/8",J-55,38# 1,500' 200sxHi-FillLite,3.82ft3/sk,11.0ppg + 200sxPremium,1.15ft3/sk,15.6ppg
8-3/4" 7", L-80,26# 7,000' 1010sx 50:50:2(Poz:G:Gel)1.24ft3/sk, 14.4ppg
7-7/8" 4-1/2",P-110,13.5# 13,900' 570sx 50:50:2(Poz:G|Gel)1.ð5ft3/sk,14.4ppg

Ifintermediate casingis notrun(ifhole conditionsallow)the followingproductioncasingwillbe run:
7-7/8" 4-1/2",P-110,13.5# 13,900' 500sx 50:50:2(Poz:G:Gel)1.65ft3/sk,14.4ppg e 2050ex50:50:2(Poz:G:Gel)1.24ft3/sk,14.4ppg

2s ATTACHMENTS

VERIFY THE FOLLOWINGARE ATTACHED IN ACC0RDANCE WITHTHE UTAH ÓlL AND GAS CÓNSERVATION GENERAL RULES:

WELL PLATÓR MAP PREPARED BY L1CENSEl SURVEY0R OR ENGINEER COMPLETEDRILLlNGPLAN NRDENTIAL-TI
EVIDENCE 0F DIVISION OF WATER RIGHTS APPROVAL FOR USE OF WATER FORM 5, IF OPERATOR IS PERSÓN OR CÓMPANY OTHER THAN THELEA I LE

AGËNT: PermitCoInc., P.O.Box99,Eastlake,CO80614 AGENT'SPHONE NO.: 303/857-9999

Venessa Langmacher Agentfor McElvainOil&Gas Properties, Inc.

September29,2008

(Thisspace for State use only) Approvedby the
APINUMBERASSIGNED: V

RECEIVED

By: DIVOFOIL,GAS&



RR McELVAIN OIL & GAS PROP., INC.
2324 T12S, R24E, S.L.B.&M• Well location, SLICKROCK #18-4, located asEE shown in Lot 1 of Section 18, T12S, R24E,,d"'*s®,",,,','°"

S.L.B.&M., Uintah County Utah.
SO9°59'17"W

- 2501.22' (Meas.) SB9'58'J7"W - 2643.87' (Meas.) set Morked BASISOF ELEVATION
set stone

BENCH MARK87 EAM LOCATED NEAR A ROAD
INTERSECTIONIN THE SW 1/4 OF SECTION 1, T12S, R23E,
S.L.B.&M. TAKENFROMTHE ARCHY BENCH SE

- SL/CKROCK /18--4 QUADRANGLE,UTAH, UINTAH COUNTY, 7.5 MINUTEQUAD.
836 Elev. Ungraded Ground = 607J' (TOPOGRAPHIC MAP) PUBLISHED BY THE UNITED STATESce g DEPARTMENTOF THE INTERIOR, GEOLOGICALSURVEY.H.R· SAID ELEVATIONIS MARKED AS BEING 5887 FEET.

1.0' Mgh - -

Lot 1 BASIS OF BEARINGS
BASIS OF BEARINGS IS A G.P.S. OBSERVATION.

o No

Set Marked Stone

o oo
^o

oo o - o

SCALE
CERTIFICATEo

-- THIS IS TO CERTIFYTHAT THE Wig S PREPARED FROM
FIELDNOTES OF ACTUALS R UNDER MY
SUPERVISIONAND THAT ORRECT TO THE

LINE TABLE BEST OF MY KNOWLEDG LI . J.
LINE DIRECTION LENGTHLot4 L1 NOO'23'44"E 532.25' TL 10 SU YORL2 S36°07'04"W 227.47' REVISED: 08-14-07 REA°WuN N 1 9

REVISED:07-18-07

N89°56'E
- 5148.00' (G.L.O.) TAH SGINEERIN MVEYING

85 SOUTH 200 EAST - VERNAL, UTAH 84078
(AUTONOMOUS NAD 83) (435) 789-1017

LEGEND: LATlTUDE =
39°46'49.22" (39.780339) SCALE DATE SURVEYED: DATE DRAWN:

LONGITUDE=
109°16'45.53" (109.279314) 1" = 1000' 07-05-07 07-10-07

=
90° SYMBOL (AUTONOMOUS NAD 27) PARTY REFERENCES

= PROPOSEDWELLHEAD. LATlTUDE=
39°46'49.33" (39.780369) J.R. Z.G. C.H. G.L.O. PLATA = SECTIONCORNERS LOCATED. LONGITUDE=

109°16'43.11" (109.278642) WEATHER FILE
HOT McELVAINOIL & GAS PROP.,
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¾cŒCOUNOIC & §'AS RORWTIMINC.

1050 17" STREET

SUITE 1800

DENVER, COLORADO 80265
E. REED FISCHER TELEPHONE 303/893-0933 EXT. 330
SENIOR OPERATIONS ENGINEER FAX 303/893-0914
E-MAIL: REEDF@McELVAIN.COM

September 4, 2008

Bureau of Land Management
Vernal Field Office
170 S. 500 E.
Vernal, Utah 84078

Attn: Minerals

Re: Slick Rock # 18 - 4
Uintah County, Utah

Gentlemen:

This letter is to inform you that Permitco Inc. is authorized to act as Agent and to sign documents on
behalf of McElvain Oil & Gas Properties, Inc. when necessary for filing county, state and federal
permits including Onshore Order No.1 APDs, Right of Way applications, etc., for the above
mentioned well.

It should be understood that Permitco is acting as Agent only in those matters stated above and is not
responsible for drilling, completion, production or compliance with operational regulations.

McElvain Oil & Gas Properties, Inc. agrees to accept full responsibility for operations conducted in
order to drill, complete and produce the above mentioned well.

Sincer ly,

E. eed



CONFIDENTIAL- TIGHTHOLE

ONSHOREOIL&GASORDERNO.1

ApprovalofOperationson Onshore
Federaland IndianOil&GasLeases

SlickRockFederal#18-4
672' FNLand836' FWL

NWNWSection18,T12S- R24E
UintahCounty,Utah

CONRDENTIAL-TIGHTHOLE
McElvainOil&GasProperties, Inc.

By:

PERMITCOINC.
P.O.Box99

Eastlake,CO80614
303/857-9999

CopiesSent To:

3 - Bureau ofLandManagement- Vernal,UT
1 - UtahDivisionofOil,Gas &Mining- SLC,UT
2 - McElvainOil&GasProperties, Inc. - Denver,CO PERiIIT
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ONSHOREORDERNO.1 CONFIDENTIAL- TlGHTHOLE
McElvainOil&Gas Properties,Inc.
SlickRockFederal#18-4 Lease No.UTU-73704
672'FNLand836'FWL
NWNWSection18,T12S-R24E DRILLINGPROGRAM
UintahCounty,Utah Page 1

ONSHOREOlL&GASORDERNO.1
ApprovalofOperationson Onshore

FederalandIndianOilandGas Leases

Allleaseand/orunitoperationswillbeconductedinsuchamannerthatfullcomplianceismadewithapplicable
laws,regulations(43CFR3100),OnshoreOilandGasOrderNo.1,andtheapprovedplanofoperations.The
operatorisfullyresponsiblefortheactionsofhissubcontractors.Acopyoftheseconditionswillbe furnished
tothefieldrepresentativetoinsurecompliance.

1. ESTIMATEDTOPSOFALLGEOLOGICGROUPS,FORMATIONS,MEMBERSORZONES

Formation Depth Subsea

GreenRiver 272' +5820'

UtelandButteLimestone 2,272' +3820'

Wasatch 2,372' +3720'

Mesaverde 3,872' +2220'

Castlegate 6,137' -45'

Mancos 6,362' -270'

Mancos"B" 7,162' -1,070'

DakotaSilt 10,450' -4,358'

Morrison 10,750' -4,658'

Entrada 11,300' -5,208'

Carmel 11,460' -5,368'

Navajo-Nugget 11,535' -5,443'

Wingate 11,765' -5,673'

Moenkopi 12,300' -6,208'

Weber 12,800' -6,708'

Maroon 12,850' -6,758'
W PM
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ONSHOREORDERNO.1 CONFlDENTIAL- TIGHTHOLE
McElvainOil&Gas Properties,Inc.
SlickRockFederal #18-4 Lease No.UTU-73704

672' FNLand836'FWL
NWNWSection18,T12S-R24E DRILLINGPROGRAM
UintahCounty,Utah Page2

Formation Depth Subsea

Morgan 13,250' -7,158'

Mississippian 13,500' -7,408'

TD 13,750' -7,658'

2. ESTIMATEDDEPTHANDTHICKNESSOFWATER,OIL,GASANDOTHERMINERALZONES

Substance Formation Depth Thickness

Gas,Brine,Water DakotaSilt 10,450' 300'

Gas,Brine,Water Entrada 11,300' 160'

Gas,Brine,Water Navajo-Nugget 11,535' 235'

Gas,Brine,Water Mississippian 13,500' 200'

a. The lesseeloperatormustreportallshowsofwateror water-bearingsands to the BLM.If
flowingwaterisencountereditmustbe sampledandanalyzed(acopyoftheanalysestobe
submittedtotheBLMFieldOfficeinVernal,Utah).

b. AIIoilandgasshowsshallbe adequatelytestedforcommercialpossibilities,reported,and
protected.

c. Thelessee-operatormustreportencountersofallnonoilandgas mineralresources(such
as Gilsonite,tarsands,oilshale,etc.)toPeterSokoloskyoranothergeologistoftheVernal
FieldOffice,inwriting,within5workingdaysofeachencounter.Eachreportshallincludethe
wellnamelnumber,welllocation,date and depth (fromKBor GL)ofencounter,vertical
footage of the encounterand,the name ofthe personmakingthe report(alongwitha
telephonenumber)shouldtheBLMneedtoobtainadditionalinformation.

d. Allshowsoffreshwaterandmineralsshallbe reportedandprotected.Asampleshallbe
takenofanywaterflowsanda wateranalysisfurnishedtheBLM,VernalFieldOffice.Alloil
and gas showsshallbe adequatelytestedfor commercialpossibilities,reported,and
protected.
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ONSHOREORDERNO.1 CONFIDENTIAL- TIGHTHOLE
McElvainOil&GasProperties,Inc.
SlickRock Federal#18-4 Lease No.UTU-73704
672'FNLand836'FWL
NWNWSection18,T12S-R24E DRILLINGPROGRAM
UintahCounty,Utah Page 3

3. PRESSURECONTROLEQUIPMENT

McElvainOil&GasProperties,Inc.'sminimumspecificationsforpressurecontrolequipmentareas
follows:

RamType:AClasslil5000psiWPBOPsystemasdescribedin43CFR3160"OnshoreOilandGas
OrderNo.2" willbe utilized.Thesystemwillconsistofa 5000psirampreventerwithoneblindand
twopiperams.Thesystemmayutilizea drillingspool,anannularpreventeranda rotatinghead.The
BOPsystem,includingthesurfacecasing,willbepressuretestedfollowinginitialinstallationandprior
todrill-outofthesurfacecasing.Pressuretestswillbe conductedtotheminimumstandardssetforth
in"OnshoreOilandGasOrderNo.2".TheBOPwillbe mechanicallycheckeddailyduringthedrilling
operation.

Ramtypepreventersandassociatedequipmentshallbe testedtoapprovedstackworkingpressure
if isolatedby testplugor to 70 percent of internalyieldpressureofcasing. Pressure shallbe
maintainedforat least 10minutesoruntilrequirementsoftestaremet,whicheveris longer. Ifa test
plugis utilized,nobleed-offpressureis acceptable.Fora testnotutilizinga testplug,ifa declinein
pressureofmorethan10 percentin30 minutesoccurs,thetestshallbeconsideredtohavefailed.
Valveoncasinghead belowtestplugshallbe openduringtestofBOPstack.

Annulartypepreventers(ifused)shallbe testedto50 percentofratedworkingpressure. Pressure
shallbe maintainedat least 10minutesoruntilprovisionsoftestaremet,whicheveris longer.

Asa minimum,theabovetestshallbe performed:

a. wheninitiallyinstalled;
b. wheneveranysealsubjecttotestpressureis broken
c. followingrelatedrepairs;and
d. at30-dayintervals

Blowoutpreventionequipment(BOPE)shallremaininuse untilthewelliscompletedorabandoned.
Closingunitcontrolsshallremainunobstructedandreadilyaccessibleatalltimes.Chokemanifolds
shallbe locatedoutsideoftherigsubstructure.

Valvesshallbe testedfromworkingpressuresideduringBOPEtestswithalldownstreamvalves
open.

Whentestingthekilllinevalve(s)thecheckvalveshallbe heldopenortheballremoved.

Annularpreventersshallbe functionallyoperatedat leastweekly. # **4



ONSHOREORDERNO.1 CONFIDENTIAL- TIGHTHOLE
McElvainOil&GasProperties,Inc.
SlickRock Federal#18-4 Lease No.UTU-73704
672'FNLand836' FWL
NWNWSection18,T12S-R24E DRILLINGPROGRAM
UintahCounty,Utah Page 4

Pipeandblindramsshallbe activatedeachtrip,however,thisfunctionneednotbe performedmore
thanoncea day.

Pressuretestsshallapplytoallrelatedwellcontrolequipment.

AllBOPEcomponentsshallbe inspecteddailyandthoseinspectionsshallbe recordedinthedaily
drillingreport.Componentsshallbeoperatedandtestedas requiredbyOnshoreOil&GasOrderNo.
2 to insuregoodmechanicalworkingorder.AllBOPEpressuretestsshallbe performedbya test
pumpwitha chartrecorderandNOTbytherigpumps.Testshallbe reportedinthedriller'slog.

BOPdrillsshallbe initiallyconductedbyeachdrillingcrewwithin24 hoursofdrillingoutfromunder
thesurfacecasingandweeklythereafteras specifiedinOnshoreOil&GasOrderNo.2.

Casingpressuretestsarerequiredbeforedrillingoutfromunderallcasingstringssetandcemented
inplace.

Noaggressivelfreshhard-bandeddrillpipeshallbe usedwithincasing.

Cement baskets shall not be run on surface casing.

BOPsystemsshallbe consistentwithAPIRP53. Pressuretestswillbe conductedbeforedrillingout
fromundercasingstringswhichhavebeen setandcementedinplace.Blowoutpreventercontrols
willbe installedpriortodrillingthesurfacecasingplugandwillremaininuseuntilthewelliscompleted
orabandoned.Preventerswillbe inspectedandoperatedat leastdailytoensuregoodmechanical
workingorder,andthisinspectionwillbe recordedonthedailydrillingreport.Preventerswillbe
pressuretestedbeforedrillingcasingcementplugs.

Operatorrequestsavariancetoregulationsrequiringa straightrunblooieline(whenpossible,
a straightrunblooie linewillbe used).

Operatorrequestsavarianceto regulationsrequiringanautomaticignitororcontinuouspilot
lighton the blooie line.

TheDistrictOfficeshouldbenotified,withsufficientleadtime,inordertohavetheBLMrepresentative
on locationduringpressuretesting.

a. ThesizeandratingoftheBOPstackisshownontheattacheddiagram.Althougha righas
notbeenchosentodrillthiswell,mostoftheequipmentforthisdepthofholeintheareause
a 5000psiworkingpressureblowoutpreventor.



ONSHOREORDERNO.1 C FIDENTIAL- TIGHTHOLE
McElvainOil&GasProperties,Inc.
SlickRockFederal#18-4 Lease No.UTU-73704

672'FNLand836'FWL
NWNWSection18,T12S-R24E DRILLINGPROGRAM
UintahCounty,Utah Page 5

b. Achokelineanda killlineare to be properlyinstalled.The killlineis nottobe used as a
fill-upline.

c. Theaccumulatorsystemshallhavea pressurecapacitytoprovideforrepeatedoperationof
hydraulicpreventers.

d. Drillstringsafetyvalve(s),tofit_aßtools inthedrillstring,aretobe maintainedontherigfloor
whiledrillingoperationsare inprogress.

4. PROPOSEDCASINGPROGRAM

a. NotifyVernalFieldOfficeSupervisoryPetroleumEngineeringTechnicianat least 24
hours in advanceofcasingand cementinqoperationsand BOPE&casinqpressure
tests.

b. The proposedcasingand cementingprogramshallbe conductedas approvedtoprotect
and/orisolateallusablewaterzones,potentiallyproductivezones,lostcirculationzones,
abnormallypressuredzones, and any prospectivelyvaluabledeposits of minerals.Any
isolatingmediumotherthancementshallreceiveapprovalpriortouse. Thecasingsetting
depthshallbe calculatedtopositionthecasingseatoppositea competentformationwhich
willcontainthe maximumpressure to which it willbe exposedduringnormaldrilling
operations.Determinationofcasingsettingdepth shallbe based onallrelevantfactors,
including;presencelabsence of hydrocarbons;fracture gradients;usablewaterzones;
formationpressures;lostcirculationzones;otherminerals;orotherunusualcharacteristics.
Allindicationsofusablewatershallbe reported.

c. Casingdesignshallassumeformationpressuregradientsof0.44 to0.50 psiperfootfor
exploratorywells(lackingbetterdata).

d. Casingdesignshallassumefracturegradientsfrom0.70to1.00psiperfootforexploratory
wells(lackingbetterdata)

e. Casingcollarsshallhavea minimumclearanceof0.422inchesofallsidesinthehole/casing
annulus,withrecognitionthatvariancescanbe grantedforjustifiedexceptions.

f. Allwaitingoncementtimesshallbe adequatetoachievea minimumof500 psicompressive
strengthat thecasingshoepriortodrillingout.

PEILIIT



ONSHOREORDERNO.1 C FlDENTIAL- TIGHTHOLE
McElvainOil&GasProperties,Inc.
SlickRock Federal#18-4 Lease No.UTU-73704

672'FNLand836'FWL
NWNWSection18,T12S-R24E DRILLINGPROGRAM
UintahCounty,Utah Page 6

g. Allcasingexcepttheconductorcasing,shallbe neworreconditionedandtestedusedcasing
thatmeetsorexceedsAPIstandardsfornewcasing.

h. Thesurfacecasingshallbe cementedbacktosurfaceeitherduringtheprimarycementjob
orbyremedialcementing.

i. Allindicationsofusablewatershallbe reportedtotheauthorizedofficerpriortorunningthe
nextstringofcasingorbeforepluggingordersarerequested,whicheveroccursfirst.

j. Threecentralizerswillberunonthebottomthreejointsofsurfacecasingwitha minimumof
onecentralizerperjointstartingwiththeshoejoint.

k. Topplugsshallbeusedtoreducecontaminationofcementbydisplacementfluid.Abottom
plugor otheracceptabletechnique,suchas a suitablepreflushfluid,innerstringcement
method,etc.shallbe utilizedtohelpisolatethecementfromcontaminationbythemudfluid
beingdisplacedaheadofthecementslurry.

I. Allcasingstringsbelowtheconductorshallbe pressuretestedto0.22psiperfootofcasing
stringlengthor1500psi,whicheverisgreater,but nottoexceed70 percentoftheminimum
internalyield.Ifpressuredeclinesmorethan10percentin30minutes,correctiveactionshall
be taken.

m. Onallexploratorywells,andonthatportionofanywellapprovedfora SMBOPEsystemor
greater,a pressure integritytestofeachcasingshoeshallbe performed.Formationatthe
shoe shallbe testedtoa minimumofthemudweightequivalentanticipatedtocontrolthe
formationpressuretothenextcasingdepthorat totaldepthofthewell.Thistestshallbe
performedbeforedrillingmorethan20feet ofnewhole.

n. The proposedcasingprogramwillbe asfollows:

Purpose Depth HoleSize 0.D. Weight Grade Type New/Used

Surface 0 -1,500'
12-1/4" 9-5/8" 36# J-55 STC New

*lntermediate 0 -7,000'
8-3/4" 7" 26# L-80 LTC New

Production 0 - 13,900' 7-7/8" 4-1/2" 13.5# P-110 LTC New
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McElvainOil&GasProperties,Inc.
SlickRockFederal#18-4 Lease No.UTU-73704

672' FNLand836'FWL
NWNWSection18,T12S-R24E DRILLINGPROGRAM
UintahCounty,Utah Page 7

Purpose Collapse Burst Tensile

Surface 2,020 3,520 453,000

*Intermediate 5,410 7,240 519,000

Production 10,680 12,410 338,000

* Intermediatecasingmaybe omittedifholeconditionsallow.

o. Casingdesignsubjecttorevisionbased ongeologiccondítíonsencountered.

5. PROPOSEDCEMENTINGPROGRAM

Surface TypeandAmount

TOC@Surface Lead: 200sxHi-FillLite,11.0ppg,3.82ft3/sk.
Tail:200sx PremiumTypeGwith2% CaCI,1/4 pps Flocele,15.6ppg,
1.15ft3/sk.

Intermediate Typeand Amount

TOC@Surface 1010sx50:50:2(Poz:G:Gel),2%bwocBentonite,3%bwowKCl,1/4pps
cellofiake,0.1%bwocRetarder,0.9%bwocFluidLossControl,1 gaV100
skAnti-foamer,0.2%bwocGasBlock,14.4ppg,1.24ft3/sk.

Production TypeandAmount

TOC@5,500' 570sx50:50:2 (Poz:G:Gel),2% bwocBentonite,35%SilicaFlour,3%
bwowKCl,1/4ppsCello-Flake,0.2%bwocRetarder,0.9%bwocFluid
LossControl,1gaVskAnti-Foamer,0.2%bwowGasBlock,70.7%Fresh
Water,14.4ppg,1.65ft3/sk.

PElk
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*lf nointermediatecasingis run,thefollowingproductioncasingcementwillbe run:

Production TypeandAmount

TOC@Surface Stage1: 500sx50:50:2(Poz:G:Gel),2%bwocBentonite,35%Silica
Flour,3%bwowKCl,1/4ppsCello-Flake,0.2%bwocRetarder,0.9%
bwocFluidLossControl,1 gallskAnti-Foamer,0.2%bwowGasBlock,
70.7% FreshWater,14.4ppg,1.65ft3/sk.
Stage 2: 2050sx50:50:2 (Poz:G:Gel),2% bwocBentonite,3%bwow
KCI,1/4ppscelloflake,0.1%bwocRetarder,0.9%bwocFluidLoss
Control,1 gall100skAnti-foamer,0.2%bwocGasBlock,14.4ppg,1.24
ft3/sk.

a. Anticipatedcementtopswillbe reportedas todepth;nottheexpectednumberofsacksof
cementtobe used. The DistrictOfficeshouldbe notified,withsufficientleadtime,inorder
tohavea BLMrepresentativeonlocationwhilerunningallcasingstringsandcementing.

b. Aftercementingbutbeforecommencinganytest,thecasingstringshallstandcementeduntil
thecementhas reacheda compressivestrengthofat least500psiat theshoe. WOCtime
shallbe recordedin thedriller'slog.

c. Productioncasingcementshallbe broughtupandintothesurfacecasing.The minimum
cementtopwillbe a minimumof200'abovethesurfacecasingshoe.

d. ACementBondLog(CBL)shallbe runfromtheproductioncasingshoetothesurfacecasing
shoe. AfieldcopyoftheCBLshallbe submittedtotheBLMVernalFieldOffice.

e. Thefollowingreportsshallbe filedwiththeDistrictManagerwithin30 daysaftertheworkis
completed.

1. Progress reports,Form3160-5(formerly9-331)"SundryNoticesand Reportson
Wells",mustincludecompleteinformationconcerning:

a. Settingofeachstringofcasing,showingthesize,grade,weightofcasing
set,holesize,settingdepth,amountsandtypeofcementused,whether
cementcirculatedor thetopofthecementbehindthecasing,depth of
cementingtoolsused,casingtestmethodandresults,andthedatework
was done. Showthespuddateonthefirstreportssubmitted.
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b. Temperatureorbondlogsmustbesubmittedforeachwellwherethecasing
cementwas notcirculatedtothesurface.

f. Auxiliaryequipmenttobe usedis as follows:

1. Kellycock

2. Nobitfloatisdeemednecessary.

3. Asubwitha fullopeningvalve.

6. PROPOSEDCIRCULATINGMEDIUMORMEDIUMS

Interval MudType MudWt. Visc. FIL pH

O'- 1,500' Water 8.3-8.6 27-32 N/C 9.0-9.5

1,500'-7,000' LSND 8.8-9.8 32-48 <20 9.0-9.5

7,000' - 13,900' LSND 9.0-10.5 38-48 8-10 9.0-9.5

Therewillbe sufficientmudonlocationtocontrola blowoutshouldoneoccur.

Amudtestshallbe performedevery24hoursaftermuddinguptodetermine,as applicable:
density,viscosity,gelstrength,staticfiltrationloss,andPh.

a. Mudmonitoringequipmenttobe usedis as follows:

1.
.

Periodiccheckswillbe madeeachtourofthemudsystem.The mudlevelwillbe
checkedvisually.

b. Nochromateadditiveswillbe usedinthemudsystemonFederaland/orIndianlandswithout
priorBLMapprovaltoensureadequateprotectionoffreshwateraquifers.

c. NochemicalssubjecttoreportingunderSARATitleIIIinanamountequaltoorgreaterthan
10,000 poundswillbe used, produced,stored,transported,or disposed of annuallyin
associationwiththedrillingofthiswell.Furthermore,noextremelyhazardoussubstances,
as definedin40 CFR355, inthresholdplanningquantities,willbe used,produced,stored,
transported,ordisposedofinassociationwiththedrillingofthiswell.

PEIL
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d. TheuseofmaterialsunderBLMjurisdictionwillconformto43 CFR3610.2-3.

7. PROPOSEDTESTING,LOGGINGANDCORING

Theanticipatedtypeandamountoftesting,loggingandcoringareas follows:

a. Nodrillstemtestsareanticipated,however,ifDST'sare run,thefollowingrequirementswill
be adheredto:

Initialopeningofdrillstemtesttoolsshallbe restrictedtodaylighthours unlessspecific
approvaltostartduringotherhoursisobtainedfromtheauthorizedofficer.However,DST's
maybeallowedtocontinueatnightifthetestwasinitiatedduringdaylighthoursandtherate
offlowis stabilizedand ifadequatelightingis available(i.e.lightingwhichis adequatefor
visibilityandvapor-proofforsafeoperations).Packerscanbe released,buttrippingshallnot
beginbeforedaylight,unlesspriorapprovalis obtainedfromtheauthorizedofficer.Closed
chamberDSTsmaybe accomplisheddayornight.

ADSTthatflowstothesurfacewithevidenceofhydrocarbonsshallbe eitherreversedout
ofthetestingstringundercontrolledsurfaceconditions.Thiswouldinvolveprovidedsome
meansforreversecirculation.

Separationequipmentrequiredfortheanticipatedrecoveryshallbe properlyinstalledbefore
a teststarts.

Allengineswithin100feetofthewellborethatarerequiredto"run"duringthetestshallhave
sparkarrestersorwatercooledexhausts.

b. The loggingprogramwillconsistofthefollowing:

- Mudlogging:Mudloggingunitinserviceatapproximately2,000'.

- ElectricLogging:DualInductionandSonictobe runfromTDtoSurface,DensityNeutron
tobe runfromTDto2,000',anda CementBondLogtobe runfromTDtoTopofCement.

c. ACementBondLogwillbe runfromtheproductioncasingshoetothesurfacecasingshoe
andshallbe utilizedtodeterminethebondqualityfortheproductioncasing.Submita field
copyoftheCBLtotheVernalFieldOffice.
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d. Please submitan electroniccopyofallother logs run on this well in LASformatto
UT VN Wellioqs@blm.qov. This submissionwillsupersede the requirementfor
submittalofpaper logs to the BLM.

e. Alloff-leasestorage,off-leasemeasurement,orcomminglingon-leaseoroff-leaseshallhave
priorwrittenapprovalfromtheBLM,VernalFieldOffice.

f. All measurementpointsshallbe identifiedas pointof sales or allocationfor royalty
determinationpriortotheinstallationoffacilities.

g. Nocoresareanticipated.

h. Whetherthewellis completedas a dry hole or as a producer,"WellCompletionand
RecompletionReportandLog"(Form3160-4)willbe submittednotlaterthan30 daysafter
completionofthewelloraftercompletionofoperationsbeingperformed,inaccordancewith
43 CFR3162.4-1.Twocopiesofalllogs,coredescriptions,coreanalyses,well-testdata,
geologicsummaries,sampledescription,andallothersurveysordataobtainedandcompiled
duringthedrilling,workover,and/orcompletionoperations,willbe filedwithform3160-4.

Samples(cutting,fluids,and/orgaseswillbe submittedwhenrequestedbytheauthorized
officer(AO).

i. Theanticipatedcompletionprogramwillbe asfollows:Afterpresettingsurfacecasing,move
in a drillingrig(contractoryet to be determined)capableof drillingto 13,900' TD,
approximately400'belowthetopoftheMississippianformation,logwellandrunnew4.5"
productioncasingtoTD. Cementtheproductioncasing1,500'intotheintermediatecasing
(ifintermediatecasingis run)ortogroundlevelitnointermediatecasingis run.Landandcut
theproductioncasing.Installa protectionplate.RDMOdrillingrig.Evacuateandpullcellar
ringbeforebackfillingaroundwellhead,gradingservicerigpad andfencinganyremaining
unfencedsidesofthereservepit. Installanchors,installandtesttubinghead with2 wing
valves. (Use10MwellheadconfigurationifanyzonesbelowDakotaaretobetestedand5M
wellheadconfigurationifnozones belowDakotawillbe tested).MlRUtheservicerig.Drill
outstagetool(s)ifnecessaryandruna cementbondlog. NUandtestBOPE. Depending
onthequalityofdrillingshowsandthecorrespondingopenholelogresponseitisanticipated
thatcompletionoperationswillbeginbyperforatingtheMississippianformationviacasing
gunsandswabtestingthroughtubingpriortofracturestimulating.Iftheswabtestsdonot
appearpromisingorisnocommercialproductionisestablishedfollowingstimulationthenplug
backandcontinuetestingadditionalup-holezones. It isanticipatedthateachprospective
payzone includingtheMississippiancarbonates,Navajo-Nugget,Entrada,Dakota-Cedar
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Mountainformation(s)willbe selectivelytestedinthismanneruntilcommercialproductionis
establishedandtheservicerigisreleasedorthewellispluggedandabandoned.Depending
on thetest results,a batteryand surfacepipelinewillbe constructedand a requestto
comminglevariouspayzones mayfollowbeforeplacingthewellonproduction.

j. Dailydrillingandcompletionprogressreportsshallbe submittedtotheBLMinVernalona
weeklybasis.

8. EXPECTEDBOTTOMHOLEPRESSURE

a. The expectedbottomhole pressure is 6464 psi.The maximumbottomhole temperature
anticipatedis 230°F.

b. Nohydrogensuffidegas is anticipated.

9. OTHERINFORMATIONANDNOTIFICATIONREQUIREMENTS

a. Drillingis plannedtocommenceuponapprovalofthisapplication.

b. Itis anticipatedthatthedrillingofthiswellwilltakeapproximately42 days.

c. The BLMinVernal,Utahshallbe notifiedoftheanticipateddate of locationconstruction
commencementandofanticipatedspuddate.

d. Nolocationwillbe constructedormoved,nowellwillbe plugged,andnodrillingorworkover
equipmentwillbe removedfroma wellto be placedin a suspendedstatuswithoutprior
approvaloftheAO.Ifoperationsaretobe suspendedformorethan30days,priorapproval
oftheBLM,VernalFieldOfficeshallbe obtainedandnotificationgivenbeforeresumptionof
operations.

e. Thespuddate willbe reportedorallytotheVernalFieldOfficewithin24 hoursofspudding.
Theoralreportwillbe followedupwitha SundryNotice,

f. ChronologicdrillingprogressreportsshallbefileddirectlywiththeBLM,VernalFieldOffice
ona weeklybasis insundry,letterformatore-mailtothePetroleumEngineersuntilthewell
iscompleted.

PEIL
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g. Anychangein theprogramshallbe approvedby the BLM,VernalFieldOffice. "Sundry
NoticesandReportsonWells"(FormBLM3160-5)shallbe filedforallchangesofplansand
otheroperationsinaccordancewith43CFR3162.3-2.

h. Emergencyapprovalmaybe obtainedorally,but suchapprovaldoes notwaivethewritten
reportrequirement.Anyadditionalconstruction,reconstruction,oralterationsoffacilities,
includingroads,gatheringlines,batteries,etc.,whichwillresultinthedisturbanceofnew
ground,shallrequirethefilingofa suitableplanpursuanttoOnshoreOil&GasOrderNo.1
of43 CFR3164.1andpriorapprovalbytheBLM,VernalFieldOffice.

i. Inaccordancewith43 CFR3162.4-3,thiswellshallbe reportedonthe"MonthlyReportof
Operations"(Oiland Gas OperationsReport((OGOR))startingwiththemonthin which
operationscommenceand continueeachmonthuntilthewellis physicallypluggedand
abandoned.Thisreportshallbe filedinduplicate,directlywiththeMineralsManagement
Service,P.O.Box17110,Denver,CO80217-0110,orcall1-800-525-7922(303)231-3650

forreportinginformation.

j. ImmediateReport:Spills,blowouts,fires,leaks,accidents,oranyotherunusualoccurrences
shallbe promptlyreportedinaccordancewiththerequirementsofNTL-3Aorits revision.

k. Ifa replacementrigiscontemplatedforcompletionoperations,a "SundryNotice"Form3160-

5 tothateffectwillbe filed,forpriorapprovaloftheAO,andallconditionsofthisapproved
planareapplicableduringalloperationsconductedwiththereplacementrig.

l. Shouldthewellbe successfullycompletedforproduction,theAOwillbe notifiedwhenthe
wellisplacedina producingstatus.Suchnotificationwillbe sentbytelegramorotherwritten
communications,notlaterthan5 days followingthedate onwhichthewellis placedon
production.

m. PursuanttoOnshoreOil&GasOrderNo.7, thisis authorizationforpitdisposalofwater
producedfromthiswellfor a periodof 90 days fromthedate of initialproduction.A
permanentdisposalmethodmustbe approvedbythisofficeandinoperationpriortotheend
of this90-day period. In orderto meetthisdeadline,an applicationforthe proposed
permanentdisposalmethodshallbe submittedalongwithanynecessarywateranalyses,as
soonas possible,butnolaterthan45 daysafterthedate offirstproduction.Anymethodof
disposalwhichhas notbeen approvedpriortotheendoftheauthorized90 day periodwill
beconsideredasanIncidentofNoncomplianceandwillbegroundsforissuingashut-inorder
untilanacceptablemannerfordisposingofsaidwaterisprovidedandapprovedbytheVernal
FieldOffice.
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n. PursuanttoNTL-4A,lessees oroperatorsareauthorizedtovent/flaregasduringinitialwell
evaluationtests,notexceedinga periodof30 days ortheproductionof50 MMCFofgas,
whicheveroccursfirst.Anapplicationmustbe filedwiththeDistrictEngineerandapproval
received,foranyventing/flaringofgas beyondtheinitial30 dayorauthorizedtestperiod.
Anyventingorflaringofgasshallbe done inaccordancewithNoticetoLessees (NTL)4A
andneedspriorapprovalfromFieldOfficePetroleumEngineers.

o. A schematicfacilitiesdiagramas requiredby OnshoreOil& Gas Order No. 3 shallbe
submittedtotheBLM,VernalFieldOfficewithin30 days ofinstallationorfirstproduction,
whicheveroccursfirst.Allsitesecurityregulationsas specifiedinOnshoreOil&GasOrder
No.3 shallbe adheredto.Allproductlinesenteringandleavinghydrocarbonstoragetanks
willbe effectivelysealedinaccordancewithOnshoreOil&GasOrderNo.3.

p. A first productionconferencewillbe scheduledwithin15 days afterreceiptof thefirst
productionnotice.

q. Unlessthepluggingistotakeplaceimmediatelyuponreceiptoforalapproval,theFieldOffice
PetroleumEngineersmustbe notifiedatleast24hoursinadvanceofthepluggingofthewell,
in orderthata representativemaywitnesspluggingoperations.Ifa wellis suspendedor
abandoned,allpitsmustbe fencedimmediatelyuntiltheyare backfilled.The"Subsequent
ReportofAbandonment:(FormBLM3160-5)mustbe submittedwithin30 days afterthe
actualpluggingofthewellbore,showinglocationofplugs,amountofcementineach,and
amountofcasingleftinhole,andthecurrentstatusofthesurfacerestoration.

r. PursuanttoOnshoreOilandGasOrderNo.1,lessees andoperatorshavetheresponsibility
to see thattheirexploration,development,production,and constructionoperationsare
conductedina mannerwhichconformswithapplicableFederallawsandregulationsandwith
State and local laws and regulationsto the extentthatsuch Stateand local laws are
applicabletooperationsonFederalorIndianlands.

s. Thereshallbe nodeviationfromtheproposeddrilling,completion,and/orworkoverprogram
as approved. Safe drillingandoperatingpracticesmustbe observed.Allwells,whether
drilling,production,suspended,orabandoned,shallbe identifiedinaccordancewith43CFR
3162.6. Thereshallbe a signormarkerwiththenameoftheoperator,lease serialnumber,
wellnumber,andsurveyeddescriptionofthewell.Anychangesinoperationmusthaveprior
approvalfromtheBLM,VernalFieldOfficePetroleumEngineers.
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t. ThisAPDis subjecttotherequirementthat,shouldthewellbe successfullycompletedfor
production,theBLM,VernalFieldOfficemustbe notifiedwhenit is placedina producing
status.Suchnotificationwillbe bywrittencommunicationandmustbe receivedintheVernal
FieldOfficeno laterthanthefifthbusinessdayfollowingthedateonwhichthewellisplaced
onproduction.Thenotificationshallprovide,asaminimum,thefollowinginformationalitems:

1. Operatorname,address,andtelephonenumber.
2. Wellnameandnumber.
3. Welllocation(1/41/4,Sec.,Twn,Rng,andP.M.).
4. Datewellwasplacedina producingstatus(dateoffirstproductionforwhich

royaltywillbe paid).
5. The natureofthewell'sproduction,(i.e.,crudeoil,orcrudeoilandcasing

head gas, ornaturalgasandentrainedliquidhydrocarbons).
6. TheFederalorindianIeaseprefixandnumberonwhichthewellis located;

otherwisethenon-Federalornon-indianlandcategory,i.e.,Stateorprivate.
7. Unitagreementand/orparticipatingareanameandnumber,ifapplicable.
8. Communitizationagreementnumber,ifapplicable.

u. Allundesirableevents(fires,accidents,blowouts,spills,discharges)as specifiedinNTL3A
willbe reportedtotheBLM,VernalFieldOffice.Majoreventsas definedinNTL3A,shallbe
reportedverballywithin24 hours,followedby a writtenreportwithin15days. "Otherthan
MajorEvents"willbe reportedinwritingwithin15days. "MinorEvents"willbe reportedon
theMonthlyReportofOperationsandProduction.
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ONSHOREOIL&GASORDERNO.1
NOTIFICATIONREQUIREMENTS

Title Name OfficePhone CellPhone

PetroleumEngineer MattBaker 435-781-4490 435-828-4470

PetroleumEngineer MichaelLee 435-781-4432 435-828-7875

PetroleumEngineer JamesAshley 435-781-4470 435-828-7874

PetroleumEngineer RyanAngus 435-781-4430 435-828-7368

SupervisoryPetroleumTechnician JamieSparger 435-781-4502 435-828-3913

NRS/EnviroScientist PaulBuhler 435-781-4475 435-828-4029

NRS/EnviroScientist KarlWright 435-781-4484

NRS/EnviroScientist HollyVilla 435-781-4404

NRS/EnviroScientist ChuckMacDonald 435-781-4441

NRS/EnviroScientist JanniceCutler 435-781-3400

NRS/EnviroScientist MichaelCutler 435-781-3401

NRS/EnviroScientist AnnaFigueroa 435-781-3407

NRS/EnviroScientist VerlynPindell 435-781-3402

NRS/EnviroScientist DarrenWilliams 435-781-4447

NRS/EnviroScientist NathanPacker 435-781-3405

AfterHoursContactNumber: 435-781-4513 435-781-4410Fax
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NOTIFICATIONREQUIREMENTS

LocationConstruction - Forty-Eight(48)hourspriortoconstructionof
(NotifyNRS/EnviroScientist) locationandaccessroads.

LocationCompletion - Priortomovingonthedrillingrig.
(NotifyNRS/EnviroScientist)

SpudNotice - Twenty-Four(24)hourspriortospuddingthewell.
(NotifyPetroleumEngineer)

CasingString&Cementing - Twenty-Four(24)hourspriortorunningcasingand
(NotifySupervisoryPetroleumTechnician) cementingallcasingstrings.

BOP&RelatedEquipmentTests - Twenty-Four(24)hourspriortoinitiatingpressure
(NotifySupervisoryPetroleumTechnician) tests.

FirstProductionNotice - WithinFive(5)businessdays afternewwellbegins
(NotifyPetroleumEngineer) orproductionresumesafterwellhas been off

productionformorethanninety(90)days.

TheonsiteinspectionforthesubjectwellsitewasconductedonThursday,April24, 2008at approximately
1:45p.m.Weatherconditionswerecool,breezyandovercast.Inattendanceat theonsiteinspectionwere
thefollowingindividuals:

HollyVilla NaturalResourceSpecialist BureauofLandManagement
AmyTorres WildlifeBiologist BureauofLandManagement
RandySmith FieldAssistant Permitcoinc.
Reed Fischer SeniorOperationsEngineer McElvainOil&GasProperties,Inc.
lvanSadler FieldForeman McElvainOil&GasProperties,Inc.

1. EXISTINGROADS

a. Theproposedwellsite is locatedapproximately66.9milessouthwestofVernal,Utah.
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b. DirectionstothelocationfromVernal,Utahareas follows:

ProceedsoutheastonHighway40 for22.5miles.TurnrightontoHighway40 and
proceedsouthfor35.1miles.Continuesouthwesterly8.5 milesuntilreachinga forkinthe
road.Turnleftandproceedsoutheast1.3miles.Turnrightandproceedsouth0.3 miles.

c. Forlocationofaccessroadswithina 2-Mileradius,see MapsA&B.

d. Improvementtoexistingmainroadswillnotbe required.

e. Allexistingroadswillbe maintainedandkeptingoodrepairduringalldrillingand
completionoperationsassociatedwiththiswell.

f. Existingroadsandnewlyconstructedroadsonsurfaceunderthejurisdictionofany
SurfaceManagingAgencyshallbe maintainedinaccordancewiththestandardsofthe
SMA.

2. NEWORRECONSTRUCTEDACCESSROADS

a. Nonewaccesswillbe constructed.

b. Themaximumgradeofthenewconstructionwillnotexceed3%.

c. Noculvertsorlowwatercrossingswillbe necessary.

d. Theuse ofsurfacingmaterialis notanticipated,howeveritmaybe necessarydepending
onweatherconditions.

e. Nocattleguardswillbe necessary.

f. Surfacedisturbanceandvehiculartravelwillbe limitedtotheapprovedlocationand
approvedaccessroute.Anyadditionalareaneededwillbe approvedinadvance.

g. Noupgradingoftheaccessroadswillbe necessary.
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h. The roadhas been constructedlupgradedtomeetthestandardsoftheanticipatedtraffic
flowandallweatherroadrequirements.Constructionlupgradingshallincludeditching,
draining,graveling,crowingandcappingtheroadbedas necessarytoprovidea well
constructedsafe road. Priorto upgrading,theroadshallbe clearedofanysnowcover
andallowedtodrycompletely.Travelingoffthe30 footright-of-waywillnotbe allowed.
Roaddrainagecrossingsshallbe ofthetypicaldrycreekdrainagecrossingtype.
Crossingsshallbe designedsotheywillnotcausesiltationoraccumulationofdebrisin
thedrainagecrossingnorshallthedrainagesbe blockedbytheroadbed.Erosionof
drainageditchesby runoffwatershallbe preventedbydivertingwateroffatfrequent
intervalsbymeansofcutouts.Upgradingshallnotbe allowedduringmuddyconditions.
Shouldmudholesdevelop,theyshallbe filledinanddetoursaroundthemavoided.

i. NochemicalssubjecttoreportingunderSARATitleillinanamountequaltoorgreater
than10,000poundswillbe used, produced,stored,transported,ordisposedofannually
inassociationwiththedrillingofthiswell. Furthermore,noextremelyhazardous
substances,as definedin40 CFR355,inthresholdplanningquantities,willbe used,
produced,stored,transported,ordisposedofinassociationwiththedrillingofthiswell.

j. NoBLMroadrightofwayswillbe necessarysinceallaccessroadsare locatedwithinthe
lease boundaryormaintainedbytheCountyRoadDepartment.

k. McElvainhas receivedapprovalfromAlexCampbell,VicePresidentofEnduring
Resourcesfortheencroachmentoftheaccessroadandpipeline.Awrittenagreement
willbe submittedunderseparatecover.

3. LOCATIONOFEXISTINGWELLSWITHINA1-MILERADIUSOFTHEPROPOSEDLOCATION
(See Map"C")

a. Waterwells- none

b. Producingwells- two

c. Shut-inwells- five

d. Temporarilyabandonedwells- none

e. Disposalwells- none

f. Abandonedwells- one e4

g. DryHoles- none PElWITC0
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4. LOCATIONOFEXISTINGANDIORPROPOSEDPRODUCTIONFACILITIES

a. Allpermanentstructures(onsiteforsixmonthsorlonger)constructedorinstalled
(includingoilwellpumpjacks)willbe paintedOliveBlack.Allfacilitieswillbe painted
withinsixmonthsofinstallation.FacilitiesrequiredtocomplywiththeOccupationalSafety
andHealthAct(OSHA)willbe excluded.

b. Ifstoragefacilities/tankbatteriesareconstructedonthislease, thefacility/batteryor the
wellpadshallsurroundedbya containmentdikeofsufficientcapacitytocontainat a
minimum,theentirecontentsofthelargesttankwithinthefacilitylbattery,unlessmore
stringentprotectiverequirementsaredeemednecessarybytheauthorizedofficer.

c. Ifthewellis productive,a productionfacilitylayoutwillbe submittedviasundry.

d. Allloadinglineswillbe placedinsidethebermsurroundingthetankbattery,

e. Gasmeterrunsforeachwellwillbe locatedwithin500feet ofthewellhead.Thegas flow
linewillbe buriedoranchoreddownfromthewellheadtotheseparator.Meterrunswill
be housedand/orfenced.

f. Ifat anytimethefacilitieslocatedonpubliclandandauthorizedbythetermsofthe lease
arenolongerincludedinthelease (duetoa contractionintheunitorotherlease orunit
boundarychange),BLMwillprocessa changeinauthorizationtotheappropriatestatute.
Theauthorizationwillbe subjecttoappropriaterentalorotherfinancialobligationas
determinedbytheauthorizedofficer.

g. Anynecessarypitswillbe properlyfencedtopreventanywildlifeentry.

h. AIIsitesecurityguidelinesidentifiedin43 CFR3162.7regulationswillbe adheredto.

i. AIIoff-leasestorage,off-leasemeasurement,orcomminglingon-leaseoroff-leasewill
have priorwrittenapprovalfromtheDistrictManager.

j. Alloff-leasestorage,off-leasemeasurement,orcomminglingon-leaseoroff-leaseshall
havepriorwrittenapprovalfromtheBLM,VernalFieldOffice.

k. Allmeasurementpointsshallbe identifiedas pointofsalesorallocationforroyalty
determinationpriortotheinstallationoffacilities.
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I. Oilandgasmetersshallbe calibratedinplacepriortoanydeliveries.The FieldOffice
PetroleumEngineerswillbe providedwitha date andtimefortheinitialmetercalibration
andallfuturemeterprovingschedules.Acopyofthemetercalibrationreportsshallbe
submittedtotheBLM,VernalFieldOffice.Allmeasurementfacilitieswillconformtothe
APIstandardsforliquidhydrocarbonsandtheAGAstandardsfornaturalgas
measurement.

m. Allaccessroadswillbe maintainedas necessarytopreventerosionandaccommodate
year-roundtraffic.

n. The roadwillbe maintainedin a safeuseablecondition.

o. Producedwaterwillbe storedina 300bblheated, insulatedtank,thenhauledtoa
commercialdisposalsitesuchas DisposalInc.,orBrennanBottom.

p. Thegaswillbe transportedbyan existing3"weldedsteelgas pipelinelyingabove
ground.Nonewsurfacedisturbancewillbe requiredtoconnecttothisexistingpipeline
currentlyservicingtheEnduringResourcesoffsetwelllying226'tothesouthwestofthe
SlickRockFederal#18-4wellbore. Aminimumamountofpipe(150')maybe necessary
toconnectthiswelltotheexistingpipelinebutallofthenewpipewilllieon lease.

5. LOCATIONANDTYPEOFWATERSUPPLY

a. The proposedwatersourcewillbe fromtheRoseWoodResourcesflowingwaterwell,
Well#5A,inSec.24,T11S - R24E,waterpermitnumber49-1547,and/orWillowCreek,
30 milessouthwestofVernalinSec. 29,T12S- R21E,waterpermitnumberT-75377,
and/ortheWhiteRiverinSec.23,T10S - R23E,waterpermitnumberT-75517.
Completionwaterwillcomefromthesamesupply,orfromthecityofVernal,Utah.

b. Waterwillbe hauledbyTu&Frum,Inc.(435/247-2377)tothelocationovertheaccess
roadsshownonMapsAandB.

c. Nowaterwellwillbe drilledonthislease.

6. CONSTRUCTIONMATERIALS

a. Surfaceandsubsoilmaterialsintheimmediateareawillbe utilized.

b. Anygravelused willbe obtainedfroma commercialsource. g
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c. The useofmaterialsunderBLMjurisdictionwillconformwith43 CFR3610.2.3.

d. Noconstructionmaterialswillbe removedfromFederalland.

e. OperatorshallnotifyanyactiveGilsoniteminingoperatingwithin2 milesofthelocation48
hourspriortoanyblastingduringconstructionforthiswell.

7. METHODSOFHANDLINGWASTEDISPOSAL

a. The reservepitwillbe constructedso as nottoleak,break,orallowdischarge.

b. AttherequestoftheBLM,thereservepitwillbe linedwitha 12milliner. Iffracturedrock
isencountered,thepitwillbe firstlinedwithsufficientbedding(eitherstrawordirt)to
coveranyrocks.The linerwilloverlapthepitwallsandbe coveredwithdirtand/orrocks
toholditinplace. Notrash,scrappipe,etc.,thatcouldpuncturethelinerwillbe disposed
ofinthepit. Morestringentprotectiverequirementsmaybe deemednecessarybythe
A.O.

c. Burningwillnotbe allowed.Alltrashwillbe containedina trashcageand itscontents
removedat theendofdrillingoperationsandhauledtoanapproveddisposalsight.

d. Afterfirstproduction,producedwastewaterwillbe confinedtoa unlinedpitor storage
tankfora periodnottoexceedninety(90)days. Duringthe90-dayperiod,inaccordance
withOnshoreOrderNo.7, an applicationforapprovalofa permanentdisposalmethod
andlocation,alongwiththerequiredwateranalysis,willbe submittedfortheAO's
approval.Failuretofilean applicationwithinthetimeallowedwillbe consideredan
incidentofnoncompliance.

e. Drillcuttingsaretobe containedandburiedinthereservepit.

f. Anysaltsand/orchemicalswhicharean integralpartofthedrillingsystemwillbe
disposedofinthesamemanneras thedrillingfluid.

g. Achemicalporta-toiletwillbe furnishedwiththedrillingrig.

h. Theproducedfluidswillbe producedintoa testtankuntilsuchtimeas constructionof
productionfacilitiesis completed.Anyspillsofoil,gassaltwaterorotherproducedfluids
willbe cleanedup andremoved.
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8. ANCILLARYFACILITIES

Therearenoairstrips,camps,orotherfacilitiesplannedduringthedrillingoftheproposedwell.

9. WELLSITELAYOUT

a. Theoperatoror his/hercontractorshallcontacttheBLMOfficeat435/781-4400forty-
eight(48)hourspriortoconstructionactivities.

b. The reservepitwillbe locatedonthenortheastsideofthelocation.

c. Theflarepitwillbe locatedonthesouthsideofthereservepit, a minimumof100feet
fromthewellhead and20feetfromthereservepitfence.

d. Sincethepad is existing,noadditionaltopsoilcanbe salvaged,otherthana smallamount
forthereversepitarea,locatedbetweencorners6 andC.

e. Treeswillbe stockpilednearthewellpad.

f. Accesstothewellpadwillbe fromthenorthas shownonthePit&Pad Layout.

g. See LocationLayoutfororientationofrig,crosssectionofdrillpadandcutsandfills.

h. The locationofmudtanks;reservepit,trashcage;piperacks;livingfacilitiesandsoil
stockpileswillbe shownontheLocationLayout.

i. Allpitswillbe fencedaccordingtothefollowingminimumstandards:

1. 39 inchnetwireshallbe usedwiththreestrandsofbarbedwireontopofthenet
wire(barbedwireis notnecessaryifpipeorsometypeofreinforcementrodis
attachedtothetopoftheentirefence).

2. Thenetwireshallbe nomorethan2-inchesabovetheground.The barbedwire
shallbe 3-inchesabovethenetwire. Totalheightofthefenceshallbe at least
42-inches.

PERMITC0
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3. Cornerpostsshallbe cementedand/orbracedinsucha mannertokeepthe
fencetightat alltimes.

4. Standardsteel,wood,orpipepostsshallbe usedbetweenthecornerbraces.
Maximumdistancebetweenanytwopostsshallbe nogreaterthan16feet.

5. Allwireshallbe stretched,byusinga stretchingdevice,beforeitis attachedto
thecornerposts.

j. The reservepitfencingwillbe onthreesidesduringdrillingoperationsandonthefourth
sidewhentherigmovesoffthelocation.Pitswillbe fencedandmaintaineduntilcleanup.

10. PLANSFORSURFACERECLAMATION

ProducinqLocation

a. Immediatelyuponwellcompletion,thelocationandsurroundingareawillbe clearedofall
unusedtubing,equipment,debris,materials,trashandjunknotrequiredforproduction.

b. Immediatelyuponwellcompletion,anyhydrocarbonsonthepitshallbe removedin
accordancewith43 CFR3162.7-1.

c. Ifa plasticnylonreinforcedlineris used itshallbe tornandperforatedbeforebackfillingof
thereservepit.

d. The reservepitandthatportionofthelocationnotneeded forproductionfacilitiesor
operationswillbe recontouredtotheapproximatenaturalcontours.The reservepitwillbe
reclaimedwithin120daysfromthedate ofwellcompletion.Beforeanydirtworktakes
place,thereservepitmusthaveallfluidsandhydrocarbonsremovedandallcans,
barrels,pipe,etc.,willbe removed.

e. Reclamationofunuseddisturbedareasonthewellpad/accessroadnolongerneededfor
operations,suchas cutslopes,andfillareaswillbe accomplishedbygrading,leveling
andseedingas recommendedbytheAuthorizedOfficer.Aseedmixturewillbe specified
bytheBureauofLandManagementintheirConditionsofApprovalforthesubjectwell.
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Seedingwillbe performedimmediatelyafterthelocationhas been reclaimedandthepit
has been backfilled,regardlessofthetimeofyear. Seedwillbe broadcastandwalkedin
witha dozer.

f. The topsoilstockpilewillbe seededas soonas thelocationhas been constructedwiththe
samerecommendedseedmix.Theseedwillbe walkedinwitha cat.

g. Theseedmixturewillbe providedbytheBLMas a ConditionofApproval,orat thetimeof
reclamation.

PluggedandAbandoned

a. Atsuchtimeas thewellis pluggedandabandoned,theoperatorshallsubmita
subsequentreportofabandonmentandBLMwillattachtheappropriatesurface
rehabilitationconditionsofapproval.

b. Followingwellpluggingandabandonment,thelocation,theaccessroads,pipelines,and
otherfacilitiesshallbe reclaimed.AIIdisturbedsurfacesshallbe reshapedtoapproximate
theoriginalcontour;thetopsoilrespreadoverthesurface;and,thesurfacerevegetated
perBLMrequirements.

c. Otherreclamationmethodsincludingbutnotlimitedtomulchingorsoiltreatmentsmaybe
requiredona site-specificbasis.

InterimSurfaceReclamationwillbe as follows:

a. Immediatelyafterfinalwellcompletion,thelocationandsurroundingareawillbe cleared
ofallunusedtubing,materials,trash,anddebrisnotrequiredforproductionoperations.

b. Beforeanydirt workassociatedwithlocationrestorationtakesplace,thereservepitshall
be as dryas possible. Alldebrisinthereservepitwillbe removed.Otherwaste andspoil
materialswillbe disposedofimmediately,weatherpermitting,uponfinalwellcompletion.

c. Ifa synthetic,nylonre-enforced,lineris used,theexcesslinerwillbe cutoffandremoved
andtheremaininglinerwillbe tornandperforatedwhilebackfillingthereservepit.
Alternatively,thepitwillbe pumpeddry,thelinerfoldedintothepit,andthepitbackfilled.
The linerwillbe buriedtoa minimumoffour(4)feetdeep.
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d. The reservepitwillbe reclaimedwithin180daysfromthedate offinalwellcompletion,
weatherpermitting.

e. The reservepitand thatportionofthelocationnotneededforproductionandstorage
facilities,andeverydayproductionoperations,willbe reshapedtotheapproximateoriginal
contourstotheextentpossible.Thiswillbe completedbybackfillingandcrowningthepit
topreventwaterfromstanding.Topsoilwillbe re-spreaduptotheriganchorpoints,
excludingtheareaneededforproductionandstoragefacilitiesandeverydayproduction
operations.Re-seeding,usingappropriatereclamationmethods,willoccurimmediately
followingthere-spreadingoftopsoil,weatherpermitting.TheAuthorizedOfficerwill
providea seedmixturetore-vegetatethereservepitandotherunuseddisturbedareasat
thetimeoftheonsite.

11. SURFACEOWNERSHIP

AccessRoads - The majorityoftheaccessroadsaremaintainedbytheCountyRoadDepartment
ortheBureauofLandManagement.

Wellpad - Thewellpad is locatedonlandsmanagedbytheBLM.

12. OTHERINFORMATION

a. AClass Illarcheologicalsurveyhas beenconductedbyMontgomeryArchaeological
Consultants,Inc.andisattached.Noculturalresourceswerefoundandclearanceforthe
projecthasbeen recommended.

b. APaleontologicalEvaluationwas donebyIntermountainPaleo-Consultingandis
attached.

c. Theoperatoris responsibleforinformingallpersonsintheareaswhoareassociatedwith
thisprojectthattheywillbe subjecttoprosecutionforknowinglydisturbinghistoricor
archaeologicalsites,orforcollectingartifacts.Ifhistoricorarchaeologicalmaterialsare
uncoveredduringconstruction,theoperatoristoimmediatelystopworkthatmightfurther
disturbsuchmaterials,andcontacttheauthorizedofficer(AO).Withinfiveworkingdays
theAOwillinformtheoperatoras to:
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-whether thematerialsappeareligiblefortheNationalRegisterofHistoricPlaces;

-the mitigationmeasurestheoperatorwilllikelyhavetoundertakebeforethesitecanbe
used(assuminginsitupreservationis notnecessary);and

-a timeframefortheAOtocompleteandexpeditedreviewunder36 CFR800.11to
confirm,throughtheStateHistoricPreservationOfficer,thatthefindingsoftheAOare
correctandthatmitigationis appropriate.Iftheoperatorwishes,atanytime,torelocate
activitiestoavoidtheexpenseofmitigationand/orthedelaysassociatedwiththis
process,theAOwillassumeresponsibilityforwhateverrecordationandstabilizationof
theexposedmaterialsmaybe required.Otherwise,theoperatorwillbe responsiblefor
mitigationcosts. TheAOwillprovidetechnicalandproceduralguidelinesfortheconduct
ofmitigation.UponverificationfromtheAOthatrequiredmitigationhas been completed,
theoperatorwillthenbe allowedtoresumeconstruction.

d. Theoperatorwillcontrolnoxiousweedsalongrights-of-wayforroads,pipelines,wellsites,
orotherapplicablefacilities.Alistofnoxiousweedsmaybe obtainedfromtheBLM,or
theappropriateCountyExtensionOffice.OnBLMadministeredlanditis requiredthata
PesticideUseProposalshallbesubmitted,andgiven.approval,priortotheapplicationof
herbicidesorotherpesticidesorpossiblehazardouschemicals.

e. Drillingrigsand/orequipmentused duringdrillingoperationson thiswellsitewillnotbe
stackedorstoredonFederalLandsaftertheconclusionofdrillingoperationsorat any
othertimewithoutBLMauthorization.However,ifBLMauthorizationis obtained,it isonly
a temporarymeasure.

f. Alllease and/orunitoperationswillbe conductedinsucha mannerthatfullcomplianceis
madewithallapplicablelaws,regulations,OnshoreOilandGas Orders,theapproved
planofoperations,andanyapplicableNoticetoLessees. Theoperatoris fully
responsiblefortheactionsofhissubcontractors.Acopyoftheseconditionswillbe
furnishedthefieldrepresentativeto insurecompliance.

g. AcompletecopyoftheapprovedAPDshallbe onlocationduringconstructionofthe
locationanddrillingactivities.

h. There willbe nodeviationfromtheproposeddrillingand/orworkoverprogramwithout
priorapprovalfromtheAO. Safedrillingandoperatingpracticesmustbe observed.All
wells,whetherdrilling,producing,suspendedorabandonedwillbe identifiedin
accordancewith43 CFR3162.
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i. "SundryNoticeandReportonWells"(Form3160-5)willbe filedforapprovalforall
changesofplansandotheroperationsinaccordancewith43 CFR3162.3-2.

j. Thispermitwillbe validfora periodoftwoyearsfromthedate ofapproval.Anextension
periodmaybe granted,ifrequested,priortotheexpirationoftheoriginalapprovalperiod.
Afterpermittermination,a newapplicationwillbe filedforapprovalforanyfuture
operations.

k. TheoperatororhiscontractorshallcontacttheBLMOfficesat 435/781-440048 hours
priortoconstructionactivities.

l. The BLMOfficeshallbe notifieduponsitecompletionpriortomovingonthedrillingrig.

AGENTANDOPERATOR'SCONTACTINFORMATION

PermitMatters Drilling&CompletionMatters

PERMITCOINC. McElvainOil&Gas Properties, Inc.
14421 CountyRoad10 1050 -

17* Street,Suite1800
Ft.Lupton,CO80621 Denver,CO80265
303/857-9999(Office) ReedFischer- Sr.OperationsEngineer
303/857-0577(Fax) 303/893-0933ext.330 (Office)
LisaSmith 303/893-0914(Fax)

303/694-4655(Home)
303/981-2921(Cell)

EstesJackson - Geologist
303/893-0933ext.305 (Office)
303/893-0914(Fax)
303/456-8932(Home)
303/882-4838(Cell)
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PlPELlNEINFORMATION

SlickRockFederal#18-4

1. Thetypeofpipelineis a gatheringsystem.

2. Theoutsidediametersofallpipesizesis3 inches

3. Theanticipatedproductionthroughtheline1200 MCF/day.

4. Theanticipatedmaximumtestpressureis360psi.

5. Theanticipatedoperatingpressureis250 psi.

6. Thetypeofpipeis steel.

7. Themethodofcouplingiswelded.

8. Therearenootherpipelinestobe associatedinthesametrench.

9. Therearenootherobjectstobe associatedinthesametrench.

10. Thetotallengthofpipelineisapproximately150feet.

11. The pipelinewillbe laidonthesurfaceacrosstheexistingwellpad tothe#12-24shut-in-well.

12. Nonewsurfacedisturbancewillbe requiredtoconnecttotheexistingpipelinecurrentlyservicingthe
EnduringResourceswelllying226'southwestofthislocation.

14. Reclamationprocedureswillincluderecontouringto originalsurfacefeatures, and reseedingas
requiredbytheBLM.
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McElvain Oil& Gas Properties, Inc.

Slick Rock # 18-4

672' FNL &836' FWL

NWNW Sec. 18, T12S-R24E

Uintah County, Utah

CERTIFICATION

IherebycertifythatI,orsomeoneundermydirectsupervision,haveinspectedthedrillsiteand
accessrouteproposedherein;thatIamfamiliarwiththeconditionswhichcurrentlyexist;thatI have full
knowledge,ofstateandFederallawsapplicabletothisoperation;thatthestatementsmadeinthisAPD
packageare,tothebest ofmyknowledge,trueandcorrect;andthattheworkassociatedwiththe
operationsproposedhereinwillbe performedincoriformitywiththisAPDpackageandthetermsand
conditionsunderwhichit is approved.IalsocertifythatI,orthecompanyI represent,amresponsiblefor
theoperationsconductedunderthisapplication.These statementsaresubjecttotheprovisionsof18
U.S.C.1001forthefilingoffalsestatements.Executedthis_4th dayof September , 2008.

(Steve )

Vice President, Operations
Title

1050 - 17th St., Ste. 1800 Denver, CO. 80265

Address

(303) 893-0933 xtn 303

Telephone

steves(8,mcelvain.com
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FEDERALSTIPULATIONSANDTIMINGRESTRICTIONS

AnyTimingLimitationStipulationswillbe attachedas a ConditionofApprovalby theBLM.

PEllilIT



CULTURALRESOURCE INVENTORY
OF MCELVAINOILANDGAS PROPERTIES, INC.'S PROPOSED

SLICKROCK18-4 WELLLOCATION
(T12S,R24E,SECTION 18)

UINTAHCOUNTY,UTAH

Nicole



O e
CULTURALRESOURCE INVENTORY

OF MCELVAINOILANDGAS PROPERTIES, INC.'S PROPOSED
SLICKROCK18-4 WELLLOCATION

(T12S, R24E, SECTION 18)
UfNTAHCOUNTY, UTAH

By:

Nicole Lohman

Prepared For:

Bureau of Land Management
Vernal Field Office

Prepared Under Contract With:

McElvainOil &Gas Properties, Inc.
1050 17thStreet, Suite 1800
Denver, Colorado 80265

Prepared By:

Montgomery Archaeological Consultants, Inc.
P.O. Box 219

Moab, Utah 84532

MOACReport No. 07-277

August 6, 2007

United States Department of Interior (FLPMA)
Permit No. 07-UT-60122

State of Utah Antiquities Project (Survey)
Permit No.



O O

INTRODUCTION

A culturalresourceinventory was conducted by Montgomery Archaeological Consultants
Inc. (MOAC)in July 2007 of McElvain Oll & Gas Properties, Inc.'s proposed Slíckrock 18-4 well
location with associated access and pipeline. The project area is located near the West Fork
Asphalt Wash, Uintah County, Utah. The inventorywas implemented at the request ofMs. Barbara
Martin,McElvainOil&Gas Properties, Inc., Denver, Colorado. A totalof 16 acres was inventoried
on publicland administeredby the Bureau of Land Management (BLM),Vernal Field Office.

The objectiveof the inventory was tolocate, document, and evaluate anyculturalresources
withinthe project area in order to comply with Section 106 of 36 CFR 800, the National Historic
Preservation Actof 1966 (as amended). Also, theinventory was implemented to attain compliance
witha numberof federal and state mandates, including the National Environmental Policy Act of
1969, the Archaeological and Historic Conservation Act of 1972, the Archaeological Resources
Protection Act of 1979, the American Indian Religious Freedom Act of 1978, and Utah State
Antiquities Act of 1973 (amended 1990).

The fieldwork was performed on July 25, 2007 by Keith R. Montgomery (Principal
Investigator) under the auspices of U.S.D.I. (FLPMA)Permit No. 07-UT-60122 and State of Utah
Antiquities Permit (Survey) No. U-07-MQ-0956bissued to MOAC.

A file search was conducted by KeithR. Montgomeryat the BLMVernal Field Office on
July 25, 2007. This consultation indicated thatone inventory has been conducted in the area. In
2006, Montgomery Archaeological Consultants (MOAC)inventoried McElvainOil&Gas Properties
Hanging Rock 3D seismic prospect (Lower-Eskelson 2006). The inspection resulted in the
documentation of 30 sites and the re-visitation of 11 sites, allsituated outside ofthe current project
area. Insummary,no previously documented archaeological sites occur within the present project
area.

DESCRIPTION OF PROJECT AREA

McElvainOil&Gas Properties, Inc.'s proposed Slickrock 18-4 welllocation withassociated
access/pipeline corridor is situated east of theWest Fork Asphalt Wash, Uintah County, Utah. The
legal description is Township 12 South, Range 24 East, Sections 7 and 18 (Table 1, Figure 1).

Table 1: Enduring Resources Hanging Rock Proposed Well Location.

Well Location Legal Location Pipeline/Access Cultural
Resources

Slickrock 18-4 NWINWSec. 18 T12S,R24E Pipeline: 1447 ft None
Access: 280 ft
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Figure 1. Inventory Area of McElvain Oil & Gas Properties, Inc. Proposed Slickrock 18-4 Well
Location with Associated Access/Pipeline Corridor, Uintah County, Utah.
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Environment

The study area lies within the Uinta Basin physiographic unit, a distinctly bowl-shaped
geologic structure (Stokes 1986:231). The Uinta Basin ecosystem is within the Green River
drainage, considered to be the northernmostextension of the Colorado Plateau. The geology is
comprised ofTertiary age deposits, whichínclude Paleocene and Eocene age fluvialand lacustrine
sedimentary deposits. The Uinta Formation, which is predominate in the project area, occurs as
eroded outcrops (formed by stream laid interbedded sandstone and mudstone), and is knownfor
its prolificpaleontological localities.

Specifically, the project area is situated south oftheOilSprings Oliand Gas Field, several
miles east of Bitter Creek. Surface geology consists ofhard pan residualsoil armoredwithshale
and sandstone pebbles. The elevation ranges between 6000 ft and 6120 ft asl. The project occurs
withinthe Upper Sonoran withvegetation cover ofgreasewood, snakeweed, rabbitbrush, prickly
pear cactus, and Indian ricegrass. Modern disturbances include roads, livestock grazing and
oillgas development.

SURVEY METHODOLOGY

An intensive pedestrian survey was performed for this project which is considered 100%
coverage. At the proposed well location, a tenacre area centered on the center stake of the well
pad was surveyed by the archaeologistwalking parallel transects spaced no more than 10 m (33
ft)apart. The pipeline and access corridors were surveyed toa widthof61 m (200 ft) by employing
thesame methodsas described above. Ground visibilitywas considered to be good. A totalof 16
acres was inventoried for culturalresources on public land administered by the Bureau of Land
Management (BLM), Vernal Field Office.

RESULTS AND RECOMMENDATIONS

The inventory of McElvain Oil and Gas Properties, Inc.'s proposed Slickrock 18-4 well
location withassociated access/pipeline corridor resulted in no cultural resources. Based on the
findings, a recommendation of "no historic properties affected"is proposed for the undertaking
pursuant to Section 106, CFR 800.
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INTRODUCTION

At the request of BarbaraMartin of McElvainOil & Gas Properties, Inc. and authorized
by the BLMVernal Field Office,a paleontologicalreconnaissance survey of McElvain's
proposed well pad, access road and pipelinefor "Slickrock#18-4" (Sec. 7 & 18, T 12 S, R 24.E)
was conducted by StephenSandau,AshleyScheetzand Aaron Scheetzon July 26, 2007. The
reconnaissance survey was conducted under the Utah BLMPaleontological Resources Use
Permit#UT-S-05-33. This survey to locate, identifyand evaluate paleontological resources was
done to meet requirements of theNational EnvironmentalPolicy Act of 1969and other State and
Federal laws and regulations that protect paleontological resources.

FEDERAL AND STATE REQUIREMENTS

As mandated by the US Department of the Interior Bureau of Land Management,
paleontologicallysensitive geologic formationsin BLM lands that are considered for exchange
or may be impacteddue to ground disturbance requirepaleontologicalevaluation. This
requirementcomplies with:

1) The National Environmental Policy Act of 1969 (NEPA

2) The Federal Land Policy and ManagementAct (FLPMA) of 1976 (90 Stat. 2743, 43
U.S.C. §1701-1785, et. Seq.,P.L. 94-579);

Under policy dictatedby the BLM Manual and Handbook H-8270-1 (July, 1998)
formationsare ranked accordingto their paleontologicalpotential:

= Condition 1 is applied to those areas knownto contain fossil localitiesand special
consideration of the known resources is in need of evaluation.

• Condition2 is applied to areas that have exposuresof geologic rock units known to have
produced fossils elsewhere.

• Condition3 is applied to areas unlikely to produce fossilsbased on surficial geology.

Although these guidelines apply mostly to vertebrate fossilson lands under the directionof
the BLM, they are equally designed to help protect rare plant and invertebrate fossils. It should
be noted that many fossils, though common and unimpressive in and of themselves,can be
importantpaleo-environmental, depositionaland chronostratigraphic
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LOCATION

The proposed well pad, access road and pipelinefor "Slickrock#18-4" (Sec. 7 & 18, T
12 S, R 24 E) are on land managed by the BLM approximately 28 miles southwest of Bonanza,
Utah. The projectarea can be foundon the Archy Bench SE 7.5 minuteU. S. Geological Survey
QuadrangleMap,Uintah County, Utah.

PREVIOUS WORK

The basins of western North America have long produced some of the richest fossil
collections in the world. Early Cenozoicsedimentsare especiallywell represented throughout
the western interior. Paleontologists started field work in Utah's Uinta Basin as early as 1870
(Betts, 1871; Marsh, 1871, 1875a, 1875b). The Uinta Basin is locatedin the northeastemcorner
of Utah and covers approximately 31,000 sq. km (12,000 sq. miles) ranging in elevation from
1,465 to 2,130m (4,800to 7,000 ft) (Marsell, 1964; Hamblin et al., 1987). Middle to late
Eocene time marked a period of dramaticchange in the climate, flora, (Stucky, 1992) and fauna
(Black and Dawson, 1966)of North America.

GEOLOGICAL AND PALEONTOLOGICAL OVERVIEW

Early in the geologic historyof Utah, some Starr Flat Memb. g
1,000 to 600 Ma, an east-west trendingbasin developed Fluvialsiltstone,sandstone,conglomerate

creating accommodation for 25,000 feet of siliclastics. LapointMemb. a o
Uplift of that filled-basin duringthe early Cenozoic

Fluvialmudstone,claystone,sandstone

formed the UintaMountains(Rasmussen et al., 1999). Dr Gulch ek Meemb. E
With the rise of the Uinta Mountainsthe asymmetrical Brennan Basin Memb.
synclinal Uinta Basin is thoughtto have formed through vtwierdaystone sanastone, e
the effects of downwarping in connection with the

pebbly sandstone

uplift. Throughout the Paleozoic and Mesozoic M on Memb' "C"
pc-

depositionfluctuatedbetweenmarine and non-marine sanastones ¶;
environments laying down a thick succession of Wagonhound ,, , Ë
sediments in the area now occupied by the Uinta Basin Memb.
Portions of thesebeds crop out on the margins of the nelaisnestone,

basin due to tectonicevents occurring during the late sanne
sandstones

"A"
Mesozoic.

Facia

Evacuation Creek
Early Tertiary Uinta Basin sediments were Carbonate Memb.

depositedin altemating lacustrineand fluvial $. c
environments. Large shallow lakes periodically vases ParachutebCreek

covered most of the basin and surrounding areas during c
early to mid Eocene time (Abbott, 1957). These nula: Garden Gulch $
lacustrinesediments show up in the western part of the rac'" Memb. u-

basin,dipping2-3 degreesto the northeastand are lost Blackshale DOUglâS Creek
in the subsurfaceon the east side. The increase of cross. Paa" Memb.

Table 1. Uinta Basin
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bedded,coarse-grainedsandstone and conglomerates preserved in paleo-channels indicatesa
transitionto a fluvialenvironment towardthe end of the epoch.

Four Eocene formationsare recognized in the Uinta Basin: the Wasatch, Green River,
Uinta and DuchesneRiver, respectively (Wood, 1941). The Uinta Formation is subdividedinto
two lithostratigraphicunits namely: the Wagonhound Member (Wood, 1934),formerlyknown as
UintaA and B (Osborn, 1895, 1929)and the Myton Member previously regarded as the
Uinta C.

The Green River Formation was traditionallysubdividedup into four stratigraphie units
namely from oldest to youngest the Douglas Creek, GardenGulch,Parachute,and Evacuation
CreekMembers (Bradley, 1931). Later, manyauthorsintroducedvarying terminologyto
describethe Green River Formation(Dane, 1955;Cashionand Donnell, 1974;Ryder et aL, 1976;
Bryant et al., 1989 and Weiss et al., 1990). WhendescribingGreenRiver beds in the eastern
portion of the basin the membernames will be used and in the western portion of the basin
descriptionby facieswill be employed (Table 1). For detaileddescriptionof the GreenRiver
Formation facies see the above mentioned references.

Within the Uinta Basin in northeast Utah, the Uinta Formationin the western part of the
basin is composed primarily of lacustrinesediments inter-fingering with over-bank deposits of
silt and mudstone and westward flowingchannel sands and fluvial clays, muds and sands in the
east (Bryant et al, 1990; Ryder et al, 1976). Stratigraphicwork done by early geologists and
paleontologistswithin the Uinta Formationfocusedon the definition of rock units and attempted
to definea distinctionbetween early and late Uintan faunas (Riggs, 1912; Peterson and Kay,
1931; Kay 1934). More recent work focusedon magnetostratigraphy, radioscopic chronology
and continental biostratigraphy(Flynn, 1986; Prothero, 1996). Well known for its fossiliferous
nature and distinctivemammalian faunaof mid-Eocene Age, the Uinta Formation is the type
formationfor the Uintan Land MammalAge (Wood et al, 1941).

The Duchesne River Formation of the Uinta Basin in northeastern Utah is composed of a
succession of fluvialand flood plain depositscomposed of mud, silt and sandstone. The source
area for these late Eocene deposits is fromthe Uinta Mountains indicatedby paleocurrent data
(Anderson and Picard, 1972). In Peterson's (1931c) paper, the name "Duchesne Forrnation" was
applied to the formationand it was later changed to the "DuchesneRiver Formation"by Kay
(1934). The formationis dividedup into four members: the Brennan Basin, Dry Gulch Creek,
LaPoint and Starr Flat (Anderson and Picard, 1972). Debates concerning the DuchesneRiver
Formation, as to whether its age was late Eocene or early Oligocene, have surfaced throughout
the literatureof the last century (Wood et al., 1941; Scott 1945). Recent paleo-
magnetostratigraphic work (Prothero, 1996) shows that the Duchesne River Formation is late
Eocene in
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FIELD METHODS

In order to determineif the proposed project area contained any paleontological resources
a reconnaissance survey was performed. An on-site observation of the proposed areas
undergoing surficial disturbanceis necessary becausejudgmentsmadefrom topographicmaps
alone are often unreliable. Areas of low relief have potential tobe erosional surfaces with the
possibility of bearing fossil materials rather than surfaces covered by unconsolidated sedimentor
soils.

When found within the proposed constructionareas, outcrops and erosional surfaces were
checked to determineif fossils were present and to assess needs. Careful effort is made during
surveys to identify and evaluate significant fossil materialsor fossilhorizonswhen they are
found. Microvertebrates, although rare, are occasionallyfoundin anthillsor upon erosional
surfacesand are of particularimportance.

PROJECT AREA

.The project area is situated within the Evacuationand Parachute Creek Members of the
Green River Formation. The proposed well pad is situated in the NWINW quarter-quarter of
section 18, T 12 S, R 24 E just north of the existing well pad "#12-24". The associated pipeline
follows the existing road for about 1000feet and meets up with the proposed access road to tie
into the staked well pad area (Figure 1). The proposedproject area is located in a lacustrine
depositional environment. Fragments of shale and sandstone are scattered throughoutthe gray to
green sediment in the area with exposed beds of sandstone and shale along the southern edge of
the proposed well pad. The project area is mostly covered in typical desert foliage with very
little fossiliferousexposures. No fossilswere found.

SURVEY RESULTS

PROJECT GEOLOGY PALEONTOLOGY
"Slickrock #18- The proposed project area is located in a No fossils were found.
4" (Sec 7 & 18, lacustrine depositionalenvironment. Fragments Condition 3.
T 12 S, R 24 E) of shale and sandstone are scattered throughout

the gray to green sediment in the area with
exposed beds of sandstone and shale along the
southern edge of the proposed well pad. The
project area is mostly covered in typical desert
foliagewith very little fossiliferous
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RECOMMENDATIONS

A reconnaissance survey was conducted for "Slickrock#18-4" (Sec.7 & 18,T 12 S, R 24
E). The well pad, together with its associated access road and pipeline covered in this report
showed no signs of vertebrate fossils. Therefore,we recommend that no paleontological
restrictions should be placed on the developmentof the projects includedin this report.

Nevertheless, if any vertebrate fossil(s) are found during construction within the
project area, Operator (Lease Holder) will report all occurrences of paleontological
resources discovered to a geologist with the Vernal Field Office of the BLM. The operator
is responsible for informing all persons in the areas who are associated with this project of
the requirements for protecting paleontological resources. Paleontological resources found
on the public lands are recognized by the BLM as constituting a fragile and nonrenewable
scientific record of the history of life on earth, and so represent an important and critical
component of America's natural heritage. These resources are afforded protection under
43 CFR 3802 and 3809, and penalties possible for the collection of vertebrate fossilsare
under 43 CFR
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WORKSHEET
APPLICATION FOR PERMIT TO DRILL

APD RECEIVED: 10/02/2008 API NO. ASSIGNED: 43-047-40382

WELL NAME: SLICK ROCK FED 18-4

OPERATOR: MCELVAIN OIL & GAS ( N2100 ) PHONE NUMBER: 303-857-9999

CONTACT: VENESSA LANGMACHER

PROPOSED LOCATION: INSPECT LOCATN BY: / /

NWNW 18 120S 240E Tech Review Initials Date
SURFACE: 0672 FNL 0836 FWL

BOTTOM: 0672 FNL 0836 FWL Engineering

COUNTY: UINTAH Geology
LATITUDE: 39.78036 LONGITUDE: -109.2786

UTM SURF EASTINGS:647415 NORTHINGS: 4404588 Surface

FIELD NAME: OIL SPRINGS ( 635 )

LEASE TYPE: 1 - Federal

LEASE NUMBER: UTU-73704 PROPOSED FORMATION: MSSP

SURFACE OWNER: 1 - Federal COALBED METHANE WELL? NO

RECEIVED AND/OR REVIEWED: LOCATION AND SITING:

/* Plat R649-2-3.

/' Bond: Fed[1] Ind[] Sta[] Fee[]
Unit:

(No. COB-000010 )
Potash (Y/N) 3/ R649-3-2. General

Oil Shale 190-5 (B) or 190-3 or 190-13 Siting:460 From Qtr/Qtr & 920'Between Wells

Water Permit R649-3-3. Exception

(No. 49-1547 )
Drilling Unit

RDCC Review (Y/N)
Board Cause No:

(Date: ) Eff Date:
AÁ Fee Surf Agreement (Y/N) Siting:

A-1 Intent to Commingle (Y/N) .R649-3-11. Directional Drill

COMMENTS:

STIPULATIONS: ÛDÑ1





stateÑUtah
DEPARTMENT OF NATURAL RESOURCES

MICHAEL R. STYLER
ExecutiveDirector

JON M. HUNTSMAN, JR.
ÛÌVISÎOn of Oil Gas and Mining

Governor JOHN R. BAZA
Division Director

GARY R. HERBERT
DeutenantGovernor October 15, 2008

McElvain Oil & Gas Properties, Inc.
1050 17th St., Ste. 1800
Denver, CO 80265

Re: Slick Rock Federal 18-4 Well, 672' FNL, 836' FWL, NW NW, Sec. 18, T. 12 South,

R. 24 East, Uintah County, Utah

Gentlemen:

Pursuant to the provisions and requirements of Utah Code Ann.§ 40-6-1 et seq., Utah

Administrative Code R649-3-1 et seq., and the attached Conditions of Approval, approval to drill

the referenced well is granted.

This approval shall expire one year from the above date unless substantial and continuous

operation is underway, or a request for extension is made prior to the expiration date. The API

identification number assigned to this well is 43-047-40382.

Sincerely,

Gil Hunt
Associate Director

pab
Enclosures

cc: Uintah County Assessor
Bureau of Land Management, Vernal Office

UTAH

DNR

1594 West North Temple, Suite 1210, PO Box 145801, Salt Lake City, UT 84114-5801
telephone (801) 538-5340 • facsimile (801) 359-3940 • TTY (801) 538-7458 • wwmogm.utah gov OIL, GAS &
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Operator: McElvain Oil & Gas Properties, Inc.

Well Name & Number Slick Rock Federal 18-4

API Number: 43-047-40382
Lease: UTU-73704

Location: NW NW Sec.1 T. 12 South R. 24 East

Conditions of Approval
1. General

Compliance with the requirements of Utah Admin. R. 649-1 et seq., the Oil and Gas
Conservation General Rules, and the applicable terms and provisions of the approved
Application for permit to drill.

2. Notification Requirements
Notify the division within 24 hours of spudding the well.

• Contact Carol Daniels at (801) 538-5284.

Notify the Division prior to commencing operations to plug and abandon the well.
• Contact Dustin Doucet at (801) 538-5281 (801) 733-0983 home

3. Reporting Requirements
All required reports, forms and submittals will be promptly filed with the Division,
including but not limited to the Entity Action Form (Form 6), Report of Water
Encountered During Drilling (Form 7), Weekly Progress Reports for drilling and
completion operations, and Sundry Notices and Reports on Wells requesting approval of
change of plans or other operational actions.

4. State approval of this well does not supersede the required federal approval, which must be
obtained prior to drilling.

5. This proposed well is located in an area for which drilling units (well spacing patterns) have
not been established through an order of the Board of Oil, Gas and Mining (the "Board").
In order to avoid the possibility of waste or injury to correlative rights, the operator is
requested, once the well has been drilled, completed, and has produced, to analyze
geological and engineering data generated therefrom, as well as any similar data from
surrounding areas if available. As soon as is practicable after completion of its analysis,
and if the analysis suggests an area larger than the quarter-quarter section upon which the
well is located is being drained, the operator is requested to seek an appropriate order
from the Board establishing drilling and spacing units in conformance with such analysis
by filing a Request for Agency Action with the Board.

6. This well shall not be produced from the Wasatch-Mesaverde interval as perforated in the
Hanging Rock 12-24-11-18



. O O
Og/ % State of Utah

14- N DEPARTMENT OF NATURAL RESOURCES
N-,s-" MICHAEL R. STYLER

GARY R. HERBERT Executive Director

covernor Division of Oil, Gas and Mining
GREGORY S. BELL JOHN R. BAZA
Lieutenant Governor Division Director

December 30, 2009

McElvain Oil & Gas Properties, Inc.
1050 17thStreet, Suite 1800
Denver, CO 80265

Re: APD Rescinded - Slick Rock Fed 18-4, Sec. 18, T. 12S, R. 24E
Uintah County, Utah API No. 43-047-40382

Ladies and Gentlemen:

The Application for Permit to Drill (APD) for the subject well was
approved by the Division of Oil, Gas and Mining (Division) on October 15, 2008.
No drilling activity at this location has been reported to the division. Therefore,
approval to drill the well is hereby rescinded, effective December 30, 2009.

A new APD must be filed with this office for approval prior to the
commencement of any future work on the subject location.

If any previously unreported operations have been performed on this well
location, it is imperative that you notify the Division immediately.

Sincerely,

a Mason
Environmental Scientist

cc: Well File
Bureau of Land Management, Vernal

UTAH

DNR

1594 West NorthTemple, Suite 12\0, PO Box 145801, Salt Lake City, UT 84114 -5801

telephone (801) 538-5340 • facsimile (801) 359-3940 •TTY (80 l) 538-7458 • wwwogm.utah.goy OIL, GAS &
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